
MINUTES OF THE
RETIREMENT AND INDEPENDENT ENTITIES COMMITTEE

Thursday, May 5, 2005 and Friday, May 6, 2005– 9:00 a.m. – Room W135 House Building

Members Present:
Sen. Beverly Evans, Senate Chair
Rep. Mike Morley, House Chair
Sen. Ron Allen
Sen. Gene Davis
Sen. Carlene Walker
Rep. Ron Bigelow
Rep. David Clark
Rep. Neil A. Hansen
Rep. Rebecca Lockhart
Rep. Karen W. Morgan
Rep. Merlynn T. Newbold

Members Absent:
Sen. D. Chris Buttars
Rep. Ann W. Hardy

Staff Present:
Mr. Benjamin N. Christensen, Policy Analyst
Mr. Dee S Larsen, Associate General Counsel
Ms. Glenda S. Whitney, Legislative Secretary

Note : A list of others present and a copy of related materials can be found at www.le.utah.gov or by contacting the committee
secretary, Glenda Whitney, at 538-1032. A recording of the meeting is available from the committee secretary.

1. Committee Business

Chair Evans called the meeting to order at 9:10 a.m. She asked Committee members and staff to introduce
themselves and who they represent. Rep. Hardy was excused from attending the meetings.

MOTION: Sen. Walker moved to approve the minutes of the August 26 and August 27, 2004 meetings. The
motion passed unanimously with Sen. Davis and Rep. Bigelow absent for the vote.

2. Utah State Retirement Systems - History, Overview, and Defined Benefit Comparison

Mr. Larsen presented a slide presentation and distributed a handout, "Utah State Retirement Systems
Overview - Part I: History, Composition, and Key Terms." He presented a historic al overview on the
retirement systems and briefed the Committee on who participates in the retirement systems and the
definitions of key retirement terms.

Mr. Larsen distributed a handout, "A Simple Comparison: Defined Benefit vs. Defined Contribution Plans."
He reviewed the advantages and disadvantages of defined benefit plans vs. defined contribution plans.

Chair Evans welcomed Mr. Robert V. Newman, Executive Director, URS (Utah State Retirement Systems)
and asked him to introduce those that participated in the two-day meetings.

Mr. Newman introduced the following: Mr. Todd Rupp, Deputy Director, URS; Mr. Linn Baker, Director,
PEHP; Ms. Jody Lund, Director, Retirement Division, URS; Mr. Daniel D. Andersen, Legal Counsel; Ms.
Liza Eaves, Deputy Legal Counsel; and Mr. J. Christian Conradi, FSA, Actuary, Gabriel, Roeder, Smith &
Company. 

Chair Evans recognized Mr. Spencer Pratt, Staff Fiscal Analyst, from the Legislative Fiscal Analyst Office.
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Mr. Christensen presented a slide presentation and distributed handouts, "Utah State Retirement Systems
Defined Benefit Overview - Part II: Current Funding and Benefits," and "Utah Retirement Defined Benefit
Summary - 2005 System Comparison." He presented an overview on how systems are funded and explained
retirement benefits. He briefed the Committee on when participants are eligible to retire and how benefits are
calculated.

Committee Break - Chair Evans recessed the Committee at 10:28 a.m. and reconvened at 10:51 a.m.

3. Retirement System Administration and Systems Consolidation Issues

Mr. Newman distributed handouts, "Sample Retirement System Consolidation," and "Defined Benefit Plans
vs. Defined Contribution Plans." He presented an overview on how retirement systems are managed and
explained the primary goals and approaches used in administering the systems. He briefed the Committee on:
a) how funds are protected; b) how administrative costs are funded; and c) what the implications are of
consolidating retirement systems. 

Mr. Newman reviewed what employees prefer in other states when given a choice between defined benefit
or defined contribution plans. Mr. Newman estimated that Utah will have a contribution rate increase for
fiscal years 2006-2007.

Lunch Break - Chair Evans recessed the Committee at 12:15 p.m. and reconvened at 1:02 p.m. Lunch was
provided for committee members and committee staff only.  

Rep. Morley took over the chair.

4. Retirement Fund Fiduciary Overview

Mr. Daniel D. Andersen, Counsel, Utah State Retirement Systems, briefed the Committee on the fiduciary
obligation of the fund and the Retirement Board as it relates to investing and managing plan assets. He
presented an overview on the structure of the funds and trusts. 

5. Actuarial Overview,  Systems Solvency, and Systems Consolidation Issues - Utah State
Retirement Systems

Mr. J. Christian Conradi, FSA,  Actuary, Senior Consultant, Gabriel, Roeder, Smith & Company, presented
a slide presentation and distributed a handout, "Actuarial Overview, Systems Solvency, and Systems
Consolidation Issues." He presented an overview on the role of an actuary, how contribution rates are set,
and the effect of changing the benefit structure. He explained monitoring trends and ratios in calculating
funding measures and discussed how retirement-related legislation is funded.

Committee Break - Chair Morley recessed the Committee at 2:55 p.m. and reconvened at 3:16 p.m.

6. Retirement Fund Investment Philosophy, Asset Allocation, and Performance
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Mr. Mark Siddoway, Assistant Investment Officer, URS, presented a slide presentation and distributed a
handout, "URS Investment Department Presentation to Legislature." He presented an overview on retirement
fund investment philosophy, asset allocation and performance. He addressed the following questions: a) how
retirement funds are invested; b) how they are managed for the benefit of the retirement systems; c) what
has been the fund performance; and d) how investment years are averaged.

7. Defined Contribution Plans

Mr. Craige D. Stone, Field Services Manager, URS, presented a slide presentation and distributed  handouts,
"401 (K) & 457 Plans Roth & Traditional IRA's," and "Utah Retirement Systems Savings Plans." He briefed
the Committee on: a) what are 401(K) and 457 defined contribution plans; b) how they are funded and
managed; c) who is eligible to participate; d) why these plans are offered; and e) how investment options have
performed.

8. Other Committee Business

None

9. Adjourn

MOTION: Rep. Newbold moved to adjourn the meeting. The motion passed unanimously. Chair Morley
adjourned the meeting at 3:55 p.m. Sen. Evans, Sen. Davis, Sen. Walker, Rep. Bigelow, and Rep. Morgan
were absent for the vote.

Friday, May 6, 2005

Chair Evans called the meeting to order at 9:16 a.m.

1. State Employee Compensation, Unused Sick Leave at Retirement, and Re-employment for
State Employees after Retirement Overview

Mr. Larsen introduced the topic and issues to be discussed.

Mr. Christensen distributed a report, "2004 State Employee Compensation Report," and presented a slide
presentation that identified 18 questions in the compensation report that addressed state employee profiles,
salary, and benefits. 

Mr. Jeff C. Herring, Executive Director, and Ms. Larene Wyss, Human Resource Director, DHRM
(Department of Human Resource Management), distributed handouts, "The Total-Comp Index (Salaries +
Benefits) - at the State of Utah," and "Employee Salaries by Quartile." They presented an overview on: a)
what is the salary history of state employees; b) how does this compare to other government agencies and
to the market; and c) what do typical state employees get paid. 
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Mr. Larsen presented a slide presentation and distributed a handout, "Unused Sick Leave at Retirement -
What Should I Know?" and reviewed the historical time line of unused sick leave upon retirement. He
presented an overview on how additional benefits are administered and funded and on the employee
termination pool and how it works.

Mr. Christensen continued with the slide presentation, "Unused Sick Leave at Retirement - What Should I
Know?" and discussed the provisions of unused sick leave at retirement currently and under H.B. 213.
 He presented an overview on: a) how additional benefits are administered and funded; and b) what is the
employee termination pool and how it works.

Mr. Herring commented on the provisions and changes put in place by H.B. 213, "Unused Sick Leave at
Retirement Amendments." He noted DHRM has created a presentation for the state to inform employees
of H.B. 213 so educated decisions can be decided on unused sick leave at retirement instead of an emotional
decision upon the legislation.

Rep. Bigelow asked Mr. Herring for a report after the conclusion of the calendar year on the retirement of
state employees and the effects of H.B. 213 on those retirements. 

Committee Break - Chair Evans recessed the Committee at 10:48 a.m. and reconvened at 11:13 a.m.

2. Public Employees Insurance Plans

Mr. Linn J. Baker, Director, PEHP, (Public  Employees Health Plan), presented a slide presentation and
distributed a handout, "Consumerism in Health Care." He presented an overview on: a) what insurance plans
are offered to state employees; b) how the plans are managed and funded; and c) what methods or benefit
provisions are being used or could be used to keep costs down. 

Lunch Break - Chair Evans recessed the Committee at 12:19 p.m. and reconvened at 1:08 p.m.

3. Public Employees Insurance Plans -- continued

Rep. Morley took over the chair.
 
Mr. Jeff Jensen, Deputy Director, PEHP, presented a slide presentation and distributed a handout,
"Retirement and Independent Entities Committee." Mr. Jensen explained the primary challenges of managing
costs and providing coverage in today's economy and how these challenges are being addressed. He
presented an overview on: a) how state employee health insurance plans compare to other public  and private
entities; b) what benefits are being offered to retired employees; and c) how the medical reimbursement
accounts will work under H.B. 213.

4. 2005 General Session Recurring Issues:

Mr. Larsen reviewed the following topics and issues that are recurring for the Committee. 
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- Two Percent Retirement Allowance for Service Prior to July 1, 1975 (currently 1.25 percent)
- Public Safety Retirement System COLA (up to 2.5 percent annual COLA to up to 4 percent)
- Firefighter Workers' Compensation -- Occupational Disease Presumptions

Mr. Marty Peterson, Firefighter's Pension Representative, suggested looking at firefighter cancer and health,
job related issues. Firefighter Worker's Compensation -- Occupational Disease Presumption.

5.  Committee Discussion and Other Committee Business

Sen. Evans asked staff to contact the main associations and request them to provide the Committee with
legislation they will be submitting for the 2006 General Session. 

The Committee suggested study items for the 2005 Interim which include:

• Providing consumer information for health care provider cost, quality, and efficiency
• Alternative plans to achieve market comparability for compensation for state employees
• Service credit for Governors and Legislators years of service into the other Utah State Retirement

Systems
• 4% Compound COLA for retiree benefits
• Comparability of State Health Plans with other public entities
• Procurement process of public agencies selection of health care plans

The chairs decided to allow the committee members to express their priorities from these issues by providing
a survey.

Chair Morley set the next committee meeting for June 28, 2005 at 1:00 p.m.

6. Adjourn

MOTION: Rep. Lockhart moved to adjourn the meeting. The motion passed unanimously. Chair Morley
adjourned the meeting at 2:20 p.m. Sen. Hale, Sen. Davis, Sen. Walker, and Rep. Clark were absent for the
vote.


